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Message from the Chair

With the sounds of holiday
music filling the air and visions
of trees bejeweled by lights in
any direction you turn, it’s hard
to believe that another year has
flown by! Fall has been quite a
whirlwind, not only for our na-
tion, but also for our Section. We
had our usual share of great pro-
grams and also began or revived
several new initiatives. Plans for
a fantastic Annual Meeting are
largely under way, and we're
looking forward to an exciting 2017.

Just days after the future of the United States was decid-
ed by the presidential election, the IP Section held a timely
and insightful program entitled “The Future of Intellectual
Property.” This was the Section’s second annual full-day
CLE program, again held at the offices of Kramer Levin. The
program was led by Robin Silverman and Danielle Gorman,
Co-Chairs of the Transactional Committee (Robin is also
Vice Chair of the Section), and was another resounding suc-
cess. The program offered a day of learning and reflection
on a wide range of topics, presented by solo practitioners,
in-house counsel, law firm partners, and government rep-
resentatives. Of particular note, two of the panels provided
rare opportunities to hear straight from those charged with
making, implementing, and enforcing laws and regulations
that impact intellectual property rights.

Kicking off the day was the panel “Intellectual Property
Rights in a Post-Brexit World,” which provided a unique
look at IP protection through the eyes of T. Alexander Puu-
tio, Communications and IT Section, UN Secretariat—Pro-
curement Division, as well as an interesting multi-national
branding perspective offered by Ainslee Schreiber, Vice Pres-
ident and Associate General Counsel at Starwood Hotels &
Resorts Worldwide, Inc., and practical insights on the poten-
tial logistics of the Brexit decision shared by John Richards,
Counsel at Ladas & Parry.

Another panel, “The USPTO Today and Tomorrow,”
provided a special opportunity to hear from Dan Vavonese,
a Trademark Law Offices Group Director with the United
States Patent and Trademark Office, on everything from how
trademark applications are examined to impending changes
in the trademark application process. Mr. Vavonese’s in-
sights, guided by former Section Chair and former USPTO
Trademark Examining Attorney Charles Weigell, helped
contextualize many of the USPTO’s operations and shed
light on the logistics of the application process many of us go
through regularly as private practitioners. The last panel of
the day delivered an intriguing look into legal and practical
advertising issues raised by distribution of content through
multi-media platforms and emerging technologies. Led by
Davis & Gilbert partner Veejay G. Lalla, panelists Lori Ma-
son, General Counsel of Complex Media, and James Mazlen,
Senior Counsel of AMC Networks, provided an experience-
driven, hands-on account of issues faced (or more accurately,
posted or tweeted) in the ever-evolving world of online and

digital advertising. The day capped off with a well-attended
networking cocktail reception attended by seasoned Section
members, newcomers, and students. Thanks to program lead-
ers Robin and Danielle, as well as to all the NYSBA and non-
NYSBA organizers, panelists, and participants, our collective
future in intellectual property certainly looks bright.

The end of 2016 also marks the beginning of several new
or revived Section initiatives. At the suggestion of Section Fel-
low Daniel Forester, in 2017 we are pleased to be initiating a
Cybersecurity and Data Privacy Committee. Cybersecurity
and data privacy issues relate to a broad array of practitio-
ners, including both those who do and do not practice in the
field of intellectual property. There is not currently another
NYSBA Section or committee dedicated to these topics, and
we expect the programming and networking opportunities to
have wide appeal. We encourage you to keep your eyes open
for Cybersecurity and Data Privacy Committee-sponsored
activities and to see for yourself what this Committee will
have to offer.

Speaking of Committee offerings, for 2017 the Section’s
Executive Committee is also dedicated to starting, or in some
cases bringing back, regularly scheduled Committee meetings
to engage more regular participation of our members. By of-
fering monthly or other regularly scheduled Committee meet-
ings, Committee members will have enhanced opportunities
to meet each other, share ideas, and keep abreast of the most
current developments in the Committee’s topic area(s) of in-
terest. We are also aiming to build robust communities of Sec-
tion members upstate and in other regions of New York that
do not currently reflect high levels of Section activity. If these
initiatives are appealing to you, please watch for updates. If
you are interested in taking a leadership role, please don’t
hesitate to contact me.

Finally, we are eagerly planning another excellent An-
nual Meeting, to be held on Tuesday, January 24, 2017 from
8:45 a.m. to 5:30 p.m., reception to follow. Under the helm of
Trademark Committee Chair Bill Samuels, with assistance
from IP Fellows Daniel Forester and Leonie Huang, the pro-
gram promises to cover a diverse range of interesting top-
ics, including the FTC’s paradigms relevant to social media;
design protection; patent damages; attorney fee awards in
trademark, patent, and copyright cases; and the IP law year
in review. The Annual Meeting is always a great place to hone
your skills, discuss recent legal developments, connect with
old friends, and meet new ones. We look forward to seeing
you there.

As you contemplate your New Year’s resolutions, con-
sider committing to engaging with the NYSBA. While you
may have thought about increasing your involvement for a
while, or started and stopped at various times, once you start
coming to programs and events regularly, you'll realize you
wish you had done so long ago—like all of our age-old gym
resolutions, although enjoyably sustainable and accompanied
by the added bonus of CLE credit.

Wishing all the happiest of holidays. Looking forward to
seeing you in 2017!
Erica D. Klein
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Fair and Unfair Publishing Contracts: [How] Can Authors

Protect Their Rights?

By Gerald M. Levine and Sheila J. Levine

l. Introduction

In the United States authors’ rights to enjoy the fruits
of their labor are protected by the Constitution: “The
Congress shall have power. . .to promote the progress of
science and useful arts, by securing for limited times to
authors . . . the exclusive right to their respective writ-
ings.”! This Constitutional grant of legislative authority
is author-friendly in affirming that authors are entitled
to the potential rewards made possible by a time-limited
monopoly.

However, while the benefits of copyright initially
belong to authors, once they assign their rights to pub-
lishers and other content distributors, the copyright ba-
ton passes, and authors cede control to their transferees.
What authors get in exchange for this ceding of control
depends on the contractual terms to which they have
agreed. This generally means accepting terms that in light
of a work’s reception may be considered unfair when
viewed in retrospect.

While the intended ultimate beneficiary of the fruits
of creation is the public,? before the monopoly expires
and a work enters the public domain, the primary ben-
eficiaries, the parties who propose the terms and will
control the rights, are publishers and producers who edit,
print, package, market, and distribute works to readers
and audiences.

The current duration of copyright is the life of the
author plus 70 years.? While long copyright duration
may create an illusion of value in the marketplace for
authors, very few books enjoy shelf lives of more than
a few years (and most substantially less) before they go
out of print. The result is that most authors enjoy only
short-term financial rewards unless their books remain
on a publisher’s active backlist, but the backlist is often
a book’s graveyard. The point has received substantial
attention from one of the most astute commentators in
the publishing industry, Mike Shatzkin. He notes in one
of his Internet essays that authors “are right to leave and
take matters into their own hands when [the backlist is
inactive].” “Leaving,” of course, depends on the terms
and language of the “out of print” clause in the publish-
ing contract.*

The conundrum is that while authors are the source
of wealth, they are unlikely to receive a fair share of the
profits from their works. The uneven distribution of prof-
its between publishers and authors is not a modern phe-
nomenon. It is explained by the economic law that in the
commercial world the risk-taker receives the reward. A
publisher’s offer largely depends on its initial valuation

of a work. As a result, while authors make a significant
economic contribution, they come as sellers to markets
controlled by buyers whose goals center on return on
investment. Authors get what they can negotiate in ex-
change for giving up their rights. The irrefutable truth is
that books have to be bought by readers before anyone
can earn a living or profit from them.

Il. Framing the Issue of Fair Publishing
Contracts

Unquestionably, the advantage of duration is with
transferees. Standard publishing contracts provide for
assignment of exclusive rights for the “full term of copy-
right.” This provision does not completely reflect the
Copyright Act (as we discuss further below), but unless
authors have negotiated to retain some of the “basket of
rights” (e.g., derivative, motion picture, television, dra-
matic) granted in section 106 of the Copyright Act, all of
those rights are effectively owned and exploited by pub-
lishers and producers even if the copyright is registered in
the author’s name. The Copyright Act makes clear in the
definition of “transfer of copyright ownership” that au-
thors are conveying and alienating their rights unless and
until they are reverted.’

In May 2015 the Authors Guild (AG), the oldest and
largest professional organization for authors in the United
States, announced its “Fair Contract Initiative: Eight
Principles for Fair Contracts” to take a “fresh look at the
standard book contract,” which the Guild criticizes as out-
dated and skewed in favor of publishers. More recently
the Society of Authors (SOA) in England® supported, and
the International Authors Forum (IAF) presented, its own
Ten Principles for Fair Contracts.” The issue of fairness
to authors and performers has even reached the politi-
cal level in the European Union with the publication on
September 14, 2016, of a Proposal for a Directive of the
European Parliament and of the Counsel on Copyright in
the Single Digital Market.3

The IAF explained:

A contract is what governs the relationship
between authors and their business partners,
such as publishers or producers, and as
such is vital in determining the working
conditions of both parties. Too often it is
imbalanced, favouring the preferences

of the publisher. However, IAF wants to
change this, and considers it vital that
contracts enable authors to make a liv-
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ing from their work and ultimately, of
course, to continue to create (emphasis
added).

The IAF also includes a Principle addressing moral
rights, which is not a feature of U.S. copyright law except
as it applies to certain works of visual art.?

The Proposed EU Directive acknowledges the plight
of authors. It calls on Member States to “ensure that au-
thors and performers are entitled to request additional,
appropriate remuneration from the party with whom
they entered into a contract for the exploitation of the
rights when the remuneration originally agreed is dispro-
portionately low compared to the subsequent relevant
revenues and benefits derived from the exploitation of
the works or performances.”!? In the SOA’s newsletter its
chief executive “urged the UK government ‘to implement
these clauses without delay,” and for the provisions to be
adopted in UK law, given that the directive is unlikely

evidence of their taking any action to offer more equitable
contracts. For instance, the chief executive of the British
Publishers Association responded as follows to the open
letter from the SOA:®

Publishers share the frustration of the au-
thor community that it is increasingly dif-
ficult for authors to make a decent living
from their writing. However, we locate
the principal source of this problem not
in the contractual relations between pub-
lisher and author but in deeper market
factors.

While the calls to action are timely and address
important concerns, they nevertheless resemble
Glendower’s boast in Henry IV, Part 1 that he “can call
spirits from the vasty deep” to which Hotspur replies
“Why, so can I, or so can any man; But will they come
when you do call for them?”?”

“There is no reason to believe publishers as investors think of the
relationship with authors as anything other than an arm’s-length agreement
for exclusive rights to exploit the monetary value of a work.”

to have effect until after Britain has left the EU.”! The
International Federation of Journalists (IF]) also wel-
comed the proposed EU directive strengthening authors’
contractual position.!?

In their Principles, both the AG and IAF highlight
and criticize the same “standard” contract provisions.
Each core Principle from both organizations is connected
to a clause generally found in current author/publisher
agreements, including those addressing division of e-
book profits, contract duration, ownership of copyright,
non-compete and option clauses, reporting and payment
of royalties, warranty and indemnification,'® and manu-
script delivery and acceptance.'

In January 2016 authors’ organizations around the
world followed up the Fair Contract initiatives with open
letters to publishers demanding that they treat authors
equitably by offering fairer contract terms. The interna-
tional advocacy campaign is intended to “restore con-
tractual balance to the author-publisher relationship and
help authors achieve a fair return for the efforts they con-
tribute to the joint venture of book publication.” However,
to talk about authors and publishers as “business part-
ners” and “joint venturers” fundamentally misrepresents
the relationship. Even if they are not adversaries in the
conventional sense, authors certainly need advocates.'

Despite the clamor created by the open letters, one
year and counting into the Fair Contract campaigns, if
publishers are listening there has been little if any public

lll. Relative Negotiating Positions of Authors
and Publishers

The first Principle of the AG Fair Contract Initiative is
“The author-publisher partnership should be reflected in
the author’s share of profits.” This fundamental Principle
of the AG’s Initiative is an ideal: there is no “partnership”
in the sense of sharing profits, only the contractual obliga-
tion to pay advances, bestseller and prize bonuses, and
royalties.

Whatever may have been true in the past, the pub-
lishing universe is now dominated by the “Big 5,18
which are themselves subsidiaries of global media em-
pires. There is no reason to believe publishers as investors
think of the relationship with authors as anything other
than an arm’s-length agreement for exclusive rights to ex-
ploit the monetary value of a work. When their veneer as
servants of culture is stripped away, publishers are inves-
tors in literary properties who are interested in return on
investment. This is made abundantly clear by provisions
in publishing agreements that implicitly (and in some
agreements, explicitly) disclaim partnership or other joint
venture arrangements with authors.

While the author advocacy initiatives are directed to
all publishers, there is a wide range of contractual terms
and attitudes toward negotiation and accepting changes.
Many of the worst publishing contracts, which are offered
to authors on a “take it or leave it” basis, come from self-
publishing and print-on-demand businesses. Traditional
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and university press publishers begin with boilerplate
contracts but generally are more willing to negotiate
terms for books they want to acquire.

IV. Agented and Unagented Authors

In their letter to publishers dated January 5, 2016,"
the AG identified two classes of authors and agents,
claiming publishers do not treat them equally:

When negotiating with known agents,
publishers often start from previously
negotiated contracts that remove many of
the most draconian provisions handed to
unagented authors. Why not do the right
thing by all authors and eliminate those
provisions for everyone?

According to this view, authors represented by liter-
ary agents are in a better negotiating position than unrep-
resented authors or authors with less well known agents.
In fact, many publishers will not even consider unagented
manuscripts, although if a potentially “hot” unagented
manuscript reaches an editor’s desk it will be acquired on
the best terms that can be negotiated. In general, authors
without literary agents or attorneys will be presented with
boilerplate agreements which, although they naturally
favor publishers, authors too often sign without reading.

While the author/publisher relationship is arm’s-
length, insofar as the contract terms are concerned it is
also personal. The parties have to be on good terms, since
they need to work together after the contract is signed.
However, there is no law that requires authors to sign
form agreements. It is up to authors and their literary
agents and lawyers to try through negotiation to correct
“unfair” contract provisions, to reserve as many rights
as possible for authors, or even to consider withdrawing
from negotiations if a publisher refuses to change contract
terms.

V. Specific Fair and Unfair Contract Terms

Publishing agreements contain two kinds of provi-
sions: those that publishers believe are necessary to pro-
tect and enhance their investment, which are sacrosanct,
and others that they are willing to modify. The AG Eight
Principles for Fair Contracts are a mix of both. Regardless
of whether an author is represented, the contract
terms that impact the publisher’s return are essentially
non-negotiable.

The AG’s Eight Principles for Fair Contracts are set
out on a chart with three unnumbered columns headed
“Principle,” “Fair Contract Terms,” and “Unfair Contract
Terms.” As mentioned above, the first and fundamental
Principle is “The author-publisher partnership should
be reflected in the author’s share of profits.” The Fair
Contract Term proposed by the AG for this Principle is
“Authors should receive 50% of the publisher’s net profits

from e-book sales,” while the Unfair Term is “The 25% of
e-royalties that is the industry standard today.”

The debate about the division of net profits from e-
book sales between publishers and authors is at the heart
of the Fair Contract Initiatives and has been debated with-
in the industry since e-book sales became a significant part
of the market. However, the Big 5 and most other publish-
ers have been adamant in holding the line at 25 percent.
Authors view this Unfair Contract Term as a draconian
memorialization of the inherent financial imbalance be-
tween themselves as creators and publishers as exploiters.
For productive authors with large sales, this unfairness
is mitigated by receiving larger advances, which can be
viewed as an unacknowledged increase in the royalty per-
centage for e-book sales.

The second AG Principle is “A publishing contract
should be limited in duration.” The accompanying Fair
Contract Term is “Time limits—or ‘use it or lose it” lim-
its—on the publisher’s right to exploit individual rights;
time limits on the contract term as a whole.” The Unfair
Contract Term is “Unlimited time for publishers to exploit
rights and no or limited obligation for publishers to revert
unexploited rights.” The duration of the contract clearly
affects the publisher’s revenues and profits. Consequently,
it is difficult to modify for any author or agent. It may be
possible for authors to obtain a reversion of unsold sub-
sidiary rights or terminate licenses if a book is out of print
(which is possible if carefully defined in the contract), but
the concept of a “use it or lose it” provision or a limited
license for the contract as a whole has been unacceptable
to print publishers. E-book publishers typically insist on
rights for a stipulated but limited term of five to seven
years.

The insistence on the “full term of copyright” as the
standard term of license also reflects the importance of
backlist books to publishers’ profitability, as already noted.
It is well-known that the backlist is the financial backbone
of the book industry, accounting for 25 to 30 percent of
the average publisher’s sales. Current titles, known as the
front list, are often a gamble: they can become bestsellers,
but they are much more likely to disappear in a flood of
returns from bookstores. By contrast, backlist books usu-
ally have more predictable sales and revenues.?’

The remaining six Principles in the AG Initiative in
the order in which they appear are:

¢ Authors should be able to retain ownership of their
copyrights;

¢ Authors must be able to publish subsequent books
freely;

¢ Publishers” accounting practices need to be more
timely and transparent;

¢ Authors should not be unfairly deprived of royal-
ties;
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¢ Warranties and indemnification clauses shouldn’t
place all financial risk for violation of third-party
rights on the author; and

® Delivery and acceptance provisions shouldn’t give
publishers a way out of publishing a book.

There are other clauses not mentioned by either AG
or the other associations that authors should pay attention
to, including derivative rights; preparing revised editions;
ownership of character rights in ongoing book series;*!
non-compete clauses that do not permit authors to use
stipulated portions of their book for marketing or other
purposes; dictating unfair reversion provisions that de-
fine “in print” as including print on demand and e-books;
and an option that provides for the next book contract on
the same terms. Without negotiation these terms unfairly
favor publishers.

Other than unsatisfactory manuscript and warranty
and indemnification claims, there has been virtually no
litigation over any of the contract provisions addressed in
the Fair Contract Initiatives. A number of actions against
companies offering self-publishing services alleging
fraudulent practices have been dismissed for failure to
state claims.

VI. Statutory Termination Right Granted to
Authors

The one area in which duration of copyright can
make a significant difference to authors is for books that
have a prolonged shelf life and ongoing economic value.
Although publishers typically demand transfer of rights
for the term of copyright (subject to out-of-print and re-
version provisions), this grant is not enforceable under
all circumstances and can be terminated well short of 70
years postmortem. The 1976 Copyright Act intervenes by
granting authors a statutory reversion right to terminate
exclusive licenses 35 or 40 years after the initial contract
or publication of the work.?

Congress recognized the imbalance of power be-
tween authors and transferees when it included in the
1976 Copyright Act a reversion right that if exercised can
terminate an exclusive license.” The potential termina-
tion encourages (or compels) transferees to negotiate
new contracts that reflect the current value of a property.
While the statutory termination is not a new concept, it
significantly improves upon the 1909 Act by making the
termination right nonwaivable.

The House of Representatives stated in its Report
that the purpose of the nonwaivable right of statutory
termination was to “safeguard| ] authors against unre-
munerative transfers [owing to their] unequal bargaining
position . . . resulting in part from the impossibility of
determining a work’s prior value until it has been ex-
ploited.”?* The statutory rules are complicated, and the
benefits conferred can be lost by failure to follow them.

VIl. Conclusion

The value of copyright rests on the ability of authors
and their advocates to modify the terms of publishers’
standard contracts. The Principles of the Unfair Contract
Initiatives laid out by AG and other author associations es-
tablish important standards of fairness but are aspirations
that will not be fulfilled by wishing. Fairer contracts can
only be achieved through negotiation and compromise by
publishers, authors, literary agents, and lawyers.
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19.

20.

21.

22.
23.

24.

Publishers Association chief executive, Richard Mollett,
commented January 7, 2016, http:/ /www.publishers.org.uk/
policy-and-news/news-releases/2016/the-pa-responds-to-soa-
open-letter-on-author-contracts/.

Act 3, Scene 1.

Hachette, HarperCollins, Macmillan, Penguin Random House, and
Simon & Schuster.

AG’s January 5, 2016 letter can be read online at https://www.
authorsguild.org/wp-content/ uploads/2016/01/ AAP-Open-
Letter_Final-UPDATED-With-Logos1.pdf.

See supra note 4 and other essays by Shatzkin as well as regular
articles in Publishers Weekly.

To take a prominent example: Tom Clancy accepted an offer from
the Naval Institute Press as a first time author and signed its
standard contract, which included an assignment of the copyright
to the publisher. No one could have foreseen the extraordinary
reception of The Hunt for Red October, but by signing the contract
with that term he contracted away rights to the characters in the
book. The matter was settled in arbitration.

17 U.S.C. §§ 203 & 304.

The formulaic phrase “all continuations, extensions, and renewals
thereof” typically found in publishing agreement does not
override an author’s or heirs’ statutory rights provided in sections
203 (grant of right or publication after January 1, 1978) and 304(c)
(grant of right or publication prior to January 1, 1978).

H.R. Rep. No. 1476, 94th Cong., 2d Sess. 124.

Gerald M. Levine and Sheila J. Levine are partners

in Levine Samuel, LLP in New York City.

Have an IVIPACT!

As the charitable arm of the New York State Bar Association,
The Foundation seeks donations for its grant program which assists

non-profit organizations across New York in providing
legal services to those in need.

Why give to The Foundation

* We operate lean, fulfill our mission, provide good stewardship
of your gift and contribute to a positive impact on legal service

access across New YOI'I(.

When you give to The Foundation your gift has

a ripple effect

® Your donation is added to other gifts making a larger financial

impact to those we collectively assist.

Make a difference-give today! www.inybf.org/donation/

Double your gift...

Some companies have a matching gift program that will match

your donation. See if your firm participates!

)
THE NEW YORK
BAR FOUNDATION

One Elk Street, Albany, NY 12207 (518) 487-5650

‘I became a member of
The Foundation’s legacy
Society because | have
seen firsthand the impact
that our giving can make.
Delivering checks for
disaster relief efforts for
Super Storm Sandy and
meeting directly with several organizations
that are grant recipients was an enlightening
experience; reaffirming the need for The
Foundation, what we do today, and can do in
the future. Adding The Foundation o my long-
term philanthropic plans gives me the peace
of mind that | am supporting my passion while
still providing for members of my family.”

Immediate Past President, Cristine Cioffi
Cioffi Slezak Wildgrube P.C., Niskayuna, NY

NYSBA Bright Ideas | Winter 2016 | Vol. 25 | No. 3


http://www.publishers.org.uk/policy-and-news/news-releases/2016/the-pa-responds-to-soa-open-letter-on-author-contracts/
http://www.publishers.org.uk/policy-and-news/news-releases/2016/the-pa-responds-to-soa-open-letter-on-author-contracts/
http://www.publishers.org.uk/policy-and-news/news-releases/2016/the-pa-responds-to-soa-open-letter-on-author-contracts/
http://www.societyofauthors.org/News/News/2016/September/New-Safeguards-for-Authors-Proposed-in-EU-Draft-Di
http://www.societyofauthors.org/News/News/2016/September/New-Safeguards-for-Authors-Proposed-in-EU-Draft-Di
http://www.societyofauthors.org/News/News/2016/September/New-Safeguards-for-Authors-Proposed-in-EU-Draft-Di

CJEU Clarifies Hyperlinking Copyright Infringement

By Elaine O'Hare and Tom Collins

I.  Introduction: The Rise of Hyperlinking

As online communication and the use of social me-
dia platforms such as Twitter, Facebook, and LinkedIn
by both businesses and individuals have increased, so
too has the practice of using hyperlinks to allow users
to share and comment upon digital content. A large pro-
portion of blog and social media posts involve directing
others to external material such as news stories, pictures,
videos, and sound files.

For the “posters,” the use of hyperlinks can allow
greater flexibility and freedom of expression. And for
copyright owners who have placed their work on the
Internet in order to exploit it commercially, hyperlinks to
their content on sites such as Twitter and LinkedIn can
significantly increase website traffic, potentially leading
to higher advertising revenue. However, where content
such as leaked celebrity photographs or film clips has
been released onto the Internet without authorization of
the copyright owner, the ease with which other Internet
users may hyperlink to, and therefore further publicize,
the unauthorized material can cause serious harm.

In the recent case of GS Media v. Sanoma,* the Court of
Justice of the European Union (CJEU) attempted to bal-
ance the right to freedom of expression and freedom of
information on the Internet with the legitimate interests
of copyright owners in protecting their rights.

Il. The Legal Landscape

The legal basis for challenging those who hyperlink
to copyright-protected material in the EU is the “com-
munication to the public” right contained in Article 3(1)
of the EU Copyright Directive, which provides copyright
owners with the exclusive right to authorize or prohibit
any communication to the public of their works. A series
of high-profile cases that have recently come before the
CJEU have helped to define the scope of what is meant by
“communication to the public” in the context of hyper-
linking. The most recent of these was GS Media, in which
photographs of Dutch TV presenter Britt Dekker that
were due to be published in Playboy Magazine in Decem-
ber 2011 were illegally leaked online prior to their official
publication. GS Media operated a website that included
hyperlinks directing users to websites where these photos
could be found before they had been officially released.
The publisher of Playboy claimed that by posting such
hyperlinks, GS Media had infringed the photographer’s
copyright.

In a landmark decision issued on September 8, 2016,
the CJEU ruled that the posting of a hyperlink to works
protected by copyright and published without the au-

thor’s consent does not necessarily constitute a “commu-
nication to the public,” subject to certain conditions being
fulfilled. The CJEU made the following key findings:

1. If the content is freely accessible and has been post-
ed with the consent of the author, linking to this
content will not in itself be an infringement.

2. If the content is only available to a limited audi-
ence, such as paying subscribers, then posting
a hyperlink that circumvents a paywall or other
restriction can amount to an infringement. The ra-
tionale behind this is that the content is being made
available to a “new public” that would not other-
wise have had free access to the material.

3. If there is no profit-making activity associated with
posting a hyperlink, liability will be established
only if the poster knew, or ought to have known,
that the content being linked to was published ille-
gally (for example owing to a notice received from
the copyright owner).

4. If a hyperlink is posted “for profit”:

a. The poster will be expected to carry out “neces-
sary checks” to ensure that the content being
linked to has not been illegally published; and

b. If the content being linked to was published
without the owner’s consent, there is a pre-
sumption that the poster had knowledge of
the protected nature of the work and lack of
consent. Unless this presumption is rebutted,
the linking will be copyright infringement.

The court held that GS Media was liable because it
had been notified by Playboy that the photographs it was
providing links to had been published online illegally.
This knowledge brought GS Media’s hyperlinking within
the meaning of a “communication to the public.”

lll. Practical Implications

The practical implications of GS Media for companies
with an online presence, particularly those that profit
from sharing links to digital content, could be significant.
So far, the ruling has divided opinion, since while the
court undoubtedly sought to strike a fair balance between
protecting the interests of rights holders and preserving
freedom of expression, there are uncertainties as to how
this will work in practice.

Pending further guidance and clarification from the
courts on the meaning of posting “for profit” and the
“necessary checks” required to avoid liability, businesses
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that may be particularly vulnerable to being affected by
this precedent should consider the following practical
advice:

¢ Ensure that any hyperlinks posted do not provide
access to material that would not otherwise be
freely available (such as circumventing a paywall).

¢ Consider carefully the websites you are linking
to. If a site obviously contains infringing material,
such as a film or song leaked prior to its official
release, there is a risk of infringement even if there
is no financial motive to share a hyperlink to this
material.

* Respond promptly to takedown requests from
rights holders. Once notice has been given and

the nature of the Internet is such that as soon as some
objectionable hyperlinks are removed, others may pop up
on other websites, the ability to better control the number
of hyperlinks is bound to help reduce visitors to websites
hosting illegal content and make it easier for copyright
owners to police the wider dissemination, and the com-
mercialization, of their material.

If there is certain content that businesses are par-
ticularly sensitive about protecting from dissemination
over the Internet, it is advisable to implement technical
measures such as paywalls or web-protecting software.
Introducing clear terms and conditions on the website,
including that linking is not permitted without consent,
may further deter hyperlinking (although may not be en-
tirely desirable commercially).

“The CJEU ruled that the posting of a hyperlink to works protected by copyright
and published without the author’s consent does not necessarily constitute a
‘communication to the public,” subject to certain conditions being fulfilled.”

knowledge of the protected nature of the work and
lack of consent is established, if you continue to
link to the content, you run a high risk of liability
for copyright infringement.

* Consider contacting rights holders directly to seek
authorization before linking to their content.

While GS Media may inevitably cause concern for
businesses that use hyperlinks on a daily basis, copyright
owners that invest time and resources in producing high-
quality copyrighted works will no doubt welcome this
clarification of their rights. In the UK, copyright vests
automatically upon the creation of certain original works
including music, videos, photographs, and even databas-
es, without the need for registration. Technology compa-
nies developing innovative products and ideas therefore
will have a wealth of material that may attract copyright
protection, such as video footage or photographs of new
products, product databases, design specifications, and
marketing plans.

It is not uncommon for copyrighted material to be
released online without the consent of the author, for
example leaked specifications of new mobile telephone
models or video footage of popular TV shows. The impli-
cation of GS Media is that owners of such content will not
only be able to take action against those responsible for
initially leaking the material but may also use a notice-
and-takedown request to a business or individual linking
to the material to oblige them to remove the hyperlinks
or risk an infringement action. This will be particularly
helpful in situations where the original poster cannot be
identified or located, as is often the case online. Although

IV. The Future Balance of Rights

In an increasingly connected and cyber-dependent
society, the trend of hyperlinking to digital content, par-
ticularly across social media platforms, is unlikely to
abate. While the CJEU in GS Media has, to a certain ex-
tent, clarified the rules on linking to copyright protected
material, the practical steps required to comply with
such rules are not entirely clear. It remains to be seen
exactly how businesses profiting from hyperlinking can
overcome the presumption that they were aware of the
illegal publication. Further guidance from the courts will
be welcome in order to determine the precise boundaries.

In the meantime, we are likely to see increased en-
forcement activity against entities such as GS Media
that profit from directing Internet traffic to illegal sites.
There is also no doubt that a more cautious approach
toward hyperlinking should be taken by all businesses
that make use of it. However, it would seem that the
risks of becoming embroiled in copyright litigation over
hyperlinking can be managed by undertaking sensible
checks before linking to third-party content and comply-
ing quickly with any takedown requests from copyright
owners.

Endnote

1. GS Media BV v. Sanoma Media Netherlands BV and Others, Case
C-160/15, 8 September 2016.

Elaine O’Hare is a senior associate and Tom Collins
is an associate, both focusing on intellectual property
law, at Stevens & Bolton LLP in the UK.
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Section Activities

14th Annual Women in Intellectual Property Law

On June 8, 2016, the
Section hosted its 14th An-
nual Women in Intellectu-
al Property Law program.
The event was hosted by
Kramer Levin Naftalis &
Frankel LLP. A perennial
favorite among annual Sec-
tion programs, the event
was well attended by
women attorneys practicing
in New York, with a good
mix of both private prac-
tice lawyers and in-house
counsel. A wonderful net-
working opportunity, the
evening began, as it always
does, with an hour-long
wine and hors d’oeuvres reception. Attorneys practicing
in intellectual property took the opportunity to recon-
nect with friends in the field and share career stories
with new acquaintances.

The official program began with a welcome message
from Erica Klein, Section Chair, delivered via video, as
she was traveling overseas for business. Then, before in-
troducing the distinguished panel, Program Chair Joyce
Creidy announced a list of recent achievements of sev-
eral of the program’s attendees, which she had solicited
from the audience members prior to the event. Joyce re-
minded the audience of the importance of taking time to
celebrate individual achievements, both one’s own and
those of fellow friends and colleagues.

Panelists Gaby L. Longsworth, Ph.D. (Sterne Kes-
sler Goldstein Fox), Patrice P. Jean (Hughes Hubbard &
Reed LLP), Chehrazade Chemcham (Colgate-Palmolive
Company), and Stacey Abiraj (HBO) took turns sharing
the narratives of their careers, how they got to where
they are now, the struggles along the way, and the per-
severance and wisdom that brought them each success
in their professional as well as personal lives. The panel-
ists came from diverse backgrounds and faced varied
challenges on the way to achieving personal and profes-
sional success. As has become a tradition at this event,
the panelists offered inspiration to the audience to reach
higher and press forward toward their goals.

Ms. Jean reminded the audience to keep an open
mind and not to ever be afraid, as opportunities are ev-
erywhere and may well come from unlikely places. Work
hard and give your all, but don’t forget to take time to

reassess your life often.
Networking is essential,
Ms. Jean reminded us—
doing it at work can lead
to a promotion, and do-
ing it outside of the office
can lead to any number of
new opportunities. Most
of all, she advised, always
help others.

Ms. Chemcham urged
those in attendance to de-
fine success by their own
standards, not to let oth-
ers define it for you. There
may come a time in your
life when you need to step
back from work and focus on other aspects of your life.
Do not fear readjusting your priorities to address these
life challenges, she counseled.

Ms. Abiraj advised the attorneys to actively seek bal-
ance in their lives because it will not occur otherwise.
Take chances and go with your instincts; they will lead
you to new and exciting challenges.

Dr. Longsworth advocated tenacity and ambition in
pursuit of goals but also cautioned to never forget that
relationships are the key to success. Face-to-face interac-
tions are a must in a law firm, and in most professional
settings. Meet people in your office, talk to people you
would not normally interact with in your daily routine,
and be visible. Above all, Dr. Longsworth advised, know
what you want or you'll never get there.

Ms. Creidy closed out the panel discussion address-
ing the group with what has become this year’s theme:
“If you want to go fast, go alone. If you want to go far, go
together.”

The program concluded with coffee and desserts
sponsored by Thomson CompuMark and with the annual
raffle of a generous assortment of gifts provided courtesy
of: Brooks Brothers, Coach, Henry Bendel, L'Oreal, Coty,
Revlon, Physique 57, Colgate-Palmolive Company, Sing-
er, Soul Cycle, and NOMI Network.

Lindsey Utrata
Baker & McKenzie LLP

Editor’s note: My apologies to the organizers and participants
for the inadvertently belated publication of this report.
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Trademark Rights in Guitar Body Shapes

By David Ma

l. Introduction

Copyright protection and design patent registrations
are of limited duration, while a trademark registration
can be renewed perpetually as long as the mark contin-
ues to be used in commerce. Over the years, instrument
manufacturers have tried to secure protection for the
shape of guitars by filing for trademark registration. This
article examines a few of these cases and provides some
advice for instrument makers.!

Il. Registrability of a Guitar Shape as a
Trademark

While trademark, copyright, and design protection
may co-exist,? not all product shapes are registrable as a
trademark. The shape of a guitar body is a trade dress,
and, more specifically, a product design. In order to ob-
tain trademark registration for a product design, the de-
sign must satisfy all of the following criteria:

1. Non-functional: The shape of the guitar body as
a whole must not be functional, i.e., it must not
be essential to the use or purpose of the article
or affect the cost or quality of the article.? This is
because the exclusive use of a functional feature
would put competitors at a significant non-repu-
tation-related disadvantage.*

2. Distinctive: As a product design trade dress, the
shape of the guitar body is not inherently distinc-
tive as a matter of law.> Therefore the applicant
must show that the trade dress has acquired dis-
tinctiveness through use. This may be shown by
evidence of exclusive and continuous use in com-
merce, substantial sales, and advertising educat-
ing the public as to the source-significance of the
shape. The applicant must show that consumers
associate the shape with the manufacturer and
that the shape serves as an identifier of the source
of the product.

3. Non-generic: The product design must not have
become generic through use by third parties.®

lll. Gibson Guitar Corp. v. Paul Reed Smith
Guitars, LP”

In 1989, Gibson Guitar Corp. (“Gibson”) filed for
trademark registration of the Les Paul (“LP”) body shape
for guitars (“LPTM”),® which was successfully registered
in 1993 on the ground of acquired distinctiveness and be-
came incontestable in 1999.°

In 2000, Gibson sued Paul Reed Smith Guitars, LP
(“PRS”) in federal district court in Nashville, Tennessee

. " .=
—— — )

The LPTM, the Gibson Les Paul, and the PRS Singlecut

for trademark infringement, counterfeiting, false desig-
nation of origin, and dilution under the Lanham Act, as
well as for unfair competition, fraud, and deceptive busi-
ness practices under state law for its sale of the single-cut
model (“PRS Singlecut”). PRS counterclaimed that (i) the
LPTM mark was invalid and unenforceable; (ii) any trade
dress associated with the LP was not protected or unen-
forceable; and (iii) the PRS Singlecut did not infringe the
LPTM or any other trade dress.

The district court granted summary judgment in favor
of Gibson on its trademark infringement claim and re-
jected all of PRS’s counterclaims. The district court found
that the incontestable LPTM mark had acquired second-
ary meaning and was not generic,'? and it rejected PRS'’s
claim that the LPTM was functional on the ground that
the shape of the LP guitar with the knobs and switches
constituted “more than the sum of their individual roles
and collectively create a unique guitar.”!! The court then
considered the eight-factor likelihood of confusion test!?
and concluded that most factors favored Gibson,!? includ-
ing the presence of initial interest confusion because of the
similarity of the single-cut design between the LP and the
PRS Singlecut,'* although the court found there would be
no point-of-sale confusion because of the high price and
clear marking found on the guitars.!>

For unknown reasons, the parties then jointly asked
the court to dismiss all the trade dress claims.!® The court
subsequently issued a permanent injunction barring PRS
from manufacturing or trading the PRS Singlecut.!”

On appeal, the Sixth Circuit found that the district
court had erred by confusing trademark and trade dress
protection. The court noted that the LPTM, as a two-di-
mensional silhouette, did not include the other design fea-
tures of the LP guitar (i.e., the location and style of knobs,
the switches, and the hardware).!® As the parties had vol-
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untarily dismissed the trade dress claims, only the trade-
mark claim was properly before the Court of Appeals.

Gibson argued that the PRS Singlecut would likely
cause confusion among consumers as to its source.’ The
Sixth Circuit disagreed with the district court’s finding of
initial interest confusion and found instead that no theory
of confusion could be established, especially as Gibson
conceded that there was no point-of-sale confusion. The
Sixth Circuit thus reversed the district court’s ruling, va-
cated the permanent injunction, denied all other claims
and motions as moot, and remanded the case with instruc-
tions that summary judgment be entered in favor of PRS.

In its ruling, the Sixth Circuit rejected Gibson’s argu-
ment that consumers at the far side of a showroom might
be confused as to the source of a PRS Singlecut until they
examined the guitar in proximity. Such an application of
the initial interest confusion doctrine would be too broad,
the court held, because at a distance products of dissimi-
lar shapes may appear similar to a trademarked product
shape. In addition, any attempt to decide on the “vantage
point” (where the confusion is alleged to have occurred)
would be a “needlessly complicated and unworkable
inquiry.”?° The court also expressed reservations as to
whether initial interest confusion could appropriately be
applied to a product shape trademark.

The court referred to a Sixth Circuit trade dress case,
Ferrari S.P.A. Esercizio Fabriche Automobili E Corse v. Carl
Roberts,?! in which post-sale confusion was addressed.

In Ferrari, the defendant manufactured a fiberglass kit
mountable on an automobile to make the car look virtu-
ally identical to a Ferrari. Although point-of-sale confu-
sion was not in issue, the court held that the sale of the
inferior kits nevertheless would damage the reputation of
Ferrari through post-sale confusion.

The Sixth Circuit distinguished Ferrari based on Gib-
son’s concession that the PRS Singlecut was of compa-
rable quality to the Gibson LP. In addition, as the record
showed that Gibson’s reputation would not be dimin-
ished by the sale of the PRS Singlecut, there was no viable
claim based on a post-sale confusion theory.

With respect to Gibson’s argument that musicians
seeing a PRS Singlecut on a “distant stage” in a “smoky
bar” might mistake it for a Gibson LP, the Sixth Circuit
concluded that if a musician mistook the high-quality
PRS Singlecut for a Gibson LP and desired such a guitar,
he or she would purchase a Gibson LP, thus, boosting,
rather than harming, Gibson’s business.??

Because the Court concluded that PRS did not in-
fringe the LPTM, it did not reach the issue of the valid-
ity of the LPTM and, accordingly, denied as moot PRS’s
counterclaims that the LPTM was invalid as functional or
generic.

Judge Cornelia G. Kennedy, concurring in part and
dissenting in part, agreed that Gibson could not main-

tain its infringement claim on the theory of point-of-sale
or post-sale confusion, but she dissented on the issue of
initial interest confusion.?® She was of the view that the
initial interest confusion doctrine should apply to prod-
uct shape trademarks provided the trademark owner can
show that its mark is a source identifier. This is a difficult
task if there are many products in similar shapes on the
market, in which case a product shape alone would not
indicate the source. In Judge Kennedy’s view, PRS was
not entitled to summary judgment, but she noted that
PRS would “likely prevail” at trial on its argument that
the LPTM did not signify source to guitar buyers because
a similar body shape was offered by other guitar manu-
facturers and was common in the marketplace.?*

IV. Discussion

A. Initial interest confusion

The Sixth Circuit posited that applying the initial
interest confusion doctrine in the Gibson Guitar case (and
most other product configuration trademark cases)®
would inhibit legitimate competition from products with
dissimilar shapes. The court was concerned that there
are “only a limited number of shapes in which many
products can be made.”?® This concern, however, seems
to conflict with the spirit of the Supreme Court’s rejection
of the color depletion theory in Qualitex v. Jacobson.?” If a
source-identifying color can be registered and enforced
as a trademark, there would seem to be no reason why a
source-identifying product shape should not potentially
be subject to the initial interest confusion doctrine. This
“shape depletion theory” should be rejected along with
the color depletion theory. As Judge Kennedy noted,
once a product shape passes the threshold of being a
source identifier, initial interest confusion can constitute
infringement.

B. Functionality

Although the Sixth Circuit did not address PRS’s
counterclaim that the LPTM was invalid and should be
canceled notwithstanding its incontestable status, there
is a good argument that the LPTM is functional and
generic.

To qualify for trademark registration, the shape of a
guitar body must be non-functional under the Morton-
Norwich test, pursuant to which it must be demonstrated
that (a) no related utility or design patents for the shape
are applied for; (b) advertising or promotional materi-
als do not tout the utilitarian aspect of the shape; and
(c) the shape does not contribute to the ease or economy
of manufacture.” Availability of alterative designs may
be relevant, but is not a dispositive. While the Morton-
Norwich test does not precisely fit the LPTM, there is still
a plausible argument to be made that the LPTM is a utili-
tarian or functional design:
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* Playability:
The parties
agreed that
the LPTM
was based
on a tradi-
tional shaped
guitar, and I ‘
the cutaway =
served the
function of " —

allowing the

playertoac-  The RDTM and the Gibson

cess the high-  Round-shouldered Dreadnought
er frets. The Acoustic Guitar

district court

was of the view that the horn shape was not es-
sential to the function of the guitar, but that shape
was a result of the combined functional needs of
upper-fret access and the need for the guitar to sit
on a player’s lap.

¢ Tonal quality: It is subject to debate whether a
single or a double-cutaway guitar produces better
sound. For example, in the case of In re Gibson,?
the Trademark Trial and Appeal Board affirmed
a refusal to register Gibson's round-shouldered
dreadnought acoustic guitar body on the basis
that it was functional, as Gibson’s advertising
claimed that the shape produced a better musical
sound. There may be a similar argument that the
shape of the LPTM is essential for its tonal qual-

ity.
Examples of body styles that arguably are less func-
tional would be Gibson’s Explorer, Flying V, Firebird,

and Thunderbird, all of which Gibson has registered as
trademarks.?

C. Secondary Meaning

In registering the LPTM, Gibson produced evidence
showing that the mark was not generic and had acquired
distinctiveness through use. A product design is generic
if it (1) is overbroad or too generalized; (2) is the basic
form of the type of product; or (3) is so common in the
industry that it does not identify a particular source.?!
Evidence of a company’s failure to police its trade dress
for decades would show that the trade dress is weak
and has not acquired distinctiveness.3? A showing of
secondary meaning does not save a generic mark,?* and
an incontestable mark that is a product design may be
canceled if it is generic.3*

It can be argued that the LPTM is or has become
generic through public use and therefore should be can-
celled. For example, Fender was unable to register the
body shapes of Stratocaster, Telecaster, and Precision
Bass as trademarks because of its failure to police third-
party uses that caused those body shapes to become
generic.% Gibson’s inability to enforce the LPTM trade-
mark right against PRS may be a sign that the LPTM is
losing distinctiveness as well and is approaching generic
status.

V. Electric Spanish

Gibson is again center stage with its trademark ap-
plication®® for the body shape of its ES/Electric Span-
ish% line of guitars (“ESTM”). The application is being
opposed by a plethora of guitar manufacturers, and the
proceedings are currently suspended pending final deter-
mination of a related civil action.® To defeat the opposi-
tion, Gibson will need to show that the ES body shape
satisfies the criteria discussed above. In addition to non-
functionality, Gibson also must also show that the ESTM
has acquired distinctiveness through use but that other

! ]

/
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74570078 and the Gibson Explorer; 74570030 and the Gibson Flying V; 85218173, the Gibson Firebird and the Gibson

Thunderbird
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76516126 and the Fender Stratocaster; 76515928 and the Fender Telecaster; 76516127 and the Fender Precision Bass

manufacturers have not used the shape to the extent that
it has become generic.

If Gibson fails to make this showing, its earlier regis-

tration for the same mark® on the supplemental register
also may become cancelable as functional or generic.%’

VI.

Conclusion
Instrument manufacturers should note that:

¢ A trademark application for a guitar shape will only
be successful if the shape is non-functional, and the
shape must have acquired distinctiveness but not
have become generic through third-party use.

¢ Emphasis on the functional advantages resulting
from the shape may render the shape functional
and thus ineligible for registration. Advertising
should focus on educating the consumers to iden-
tify the brand with the shape and always include
prominent trademark notices in relation to the
body shape.

\

86168793, 74570029 and the Gibson ES-335.

* Continual policing of the market to stop other man-
ufacturers from using a similar shape is crucial to
prevent the shape from becoming generic. A generic
trademark is unregistrable, and a registered trade-
mark that has become generic is subject to cancella-
tion.
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